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HEALTH CARE REFORM

Association Between Number of Insurers and Premium Rates in the Affordable Care Act Marketplace
In 2017, nearly half of insurers exited the Affordable Care Act (ACA) Marketplace, 1 expanding single-insurer or monopoly markets. Concurrently, benchmark Silver plan premiums increased approximately 25%, compared with 7.2% in the previous year. 2 The expectation of more insurer exits in 2018 has raised questions regarding the extent to which changes in insurer count are associated with premium growth.
Methods | Using data publicly available on the Healthcare .gov website (https://www.healthcare.gov/) for market characteristics and premiums and plan enrollment for 38
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states, we identified insurers selling a qualified nongroup health plan in each of the 2602 counties in 2016 and 2017. Unique insurers sharing a parent company or group affiliation were combined. Plan enrollment data were based on the 2016 ACA Marketplace health plan selections by county from the Centers for Medicare & Medicaid Services. For premiums, we used the second-lowest Silver plan monthly premium-which helps determine federal subsidies to low-and middle-income enrollees-for a 27-year-old individual. Our use of publicly available data was exempted from institutional review board approval by the University of Pennsylvania Institutional Review Board.
We categorized counties in 2017 by whether they had experienced an increasing or decreasing number of insurers, and using generalized linear regression, we tested whether the premium growth for markets with a declining number of insurers differed from that in markets with a stable number of insurers. This analysis was stratified by the number of insurers in the market in 2017 and weighted by the number of county enrollees. We also estimated the correlation between county-level premium increase and the number of insurers in the 2017 market using an enrollee-weighted generalized linear model.
Results | From 2016 to 2017, the percentage of enrollees facing a monopoly market rose from 3% to 27% (Figure 1 ). While 81% of consumers experienced a reduction in the number of insurers offering plans, only 4% of consumers, across 79 counties, experienced an increase in total insurers.
Premiums increased from $263 to $383, a weighted average of 48% (95% CI, 46%-51%; P < .001, 2-sided), in markets that became new monopoly markets in 2017 ( Figure 2 ). In single-insurer markets that remained monopolies, premiums increased from $297 to $380, a weighted average of 30% (95% CI, 28%-32%; P < .001, 2-sided). Unlike in monopoly markets, there was no significant difference in premium growth between the markets that experienced a loss of insurers and those that did not experience any change (17% [95% CI, 16%-18%] vs 19% [95% CI, 18%-21%]; P = .05). Overall, premium growth was negatively associated with the number of insurers in the market (slope, −8.5; P < .001).
Discussion | A monopoly insurer may be able to set premiums without substantial consequences because under the current ACA subsidy structure, prices are capped for subsidy-eligible consumers and the premium increases are fully offset by federal subsidies. This impact is most pronounced for the 20% of individual market enrollees who do not qualify for subsidies. When there are multiple insurers, however, our data support a conjecture that the ACA market structure encourages insurers to compete for consumers on premium price and value. 4 Although we identified significant premium increases in new monopoly markets, the reasons for these changes require further study. Many drivers of recent premium hikes are independent of market competition, including the end of the temporary risk corridor and reinsurance programs and underenrollment of young, healthy individuals. Insurers also had initially underpriced plans partly by underestimating health care utilization of new enrollees, 5 and remaining insurers may have increased premiums to cover sicker risk pools if exiting insurers had previously enrolled unexpectedly expensive beneficiaries. Additional factors, including physician consolidation, insurer consolidation and profitability, and growing uncertainty around cost-sharing subsidies, may also influence insurer decision making around premium setting and market participation. Understanding how market structure and rules influence premium setting in monopoly markets is critical to the stability of insurance markets and likely any alternative reforms introduced by the current administration.
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Putting a Small Number of Health Care Plan Choices in Perspective: Markets and Marketing Matters
There has been much flux in the health insurance exchange market this year, with more clearly to come. In this issue of JAMA Internal Medicine, Zhu et al 1 estimated that 2017 premiums in insurance markets with a single issuer increased 30% compared with 15% in markets having 4 or more issuers.
Although there are areas of the country where the insurance exchanges have not generated as much competition as desirable, overall the Affordable Care Act both fosters competition and provides vital protections for consumers from potential monopoly pricing.
The Affordable Care Act promotes intense competition for value because if a provided plan is more expensive than the Silver plan with the second-lowest cost, issuers are at risk of having very low enrollment from those who receive federal subsidies-currently at least half of the individual market. The result of this dynamic is that consumers are winning in California: consumers have a choice of plans, with 92% having a choice of 3 or more plans (and all having ≥2 plans to select from) in 2017. Rate increases in California have been held to historically low levels over the past 3 years (increases on year-over-year rates at about 7%), and consumers are doing far better than the "mean" weighted coverage premium increases, since they can and are shopping for value-meaning the ultimate rate that they are getting is more than 11% lower than the weighted coverage increase, because they are shopping and switching plans to get better value. 2 Not only does the subsidy structure and the prohibition on screening for pre-existing conditions promote valuebased competition, the Medical Loss Ratio provision of the Affordable Care Act limits the amount health plans can charge to the amount needed to cover medical expenses, which is not referenced in the article by Zhu et al. 1 Anything more than 20% of the premium collected that is not spent on health care must be returned to consumers. This provides a true consequence to unrestrained price increases. It is also important to remember that there are additional causes of increased premiums besides single-issuer marketplaces. First, as the authors mentioned, provider consolidation leads to premium increases. As providers consolidate, which is occurring across the nation as hospitals become part of bigger systems and also buy private physician practices, they can demand higher prices from insurance plans. Many of the markets with a single plan are likely to have relatively fewer providers, and those providers are using their market position to charge higher prices.
A second reason that markets with single issuers have higher increases is that the risk mix in these "single-plan" regions is very likely linked to states that did not convert their
Related article page 1684
Opinion entire individual market to meet the Affordable Care Act's standard plans in 2014. California and 14 other states made this change-which all states were supposed to have completed by 2018, but with recent regulation by the Trump administration, many will never do. By not making this change, many healthier populations-because they previously underwent medical underwriting-have been excluded from the common risk pool.
Regardless of the number of plans in a marketplace, a key and often forgotten issue in how to keep premiums lower is marketing. By aggressively marketing plans, providers are likely to have a better risk mix, which fosters lower premiums. Two data points support the importance of marketing plans. First, based on recently released data from the Centers for Medicare and Medicaid Services in 2016, markets that were under the federal facilitated marketplace faced a net decline in enrollment of about 15% from the beginning of the year to the end of the year; this compares to a net decline of only 6% for those in statebased marketplaces. 3 This decline matters because declining enrollment is likely to mean that healthier people are leaving to be uninsured. Understanding the reason does require further study, but a key difference between federal and state-based marketplaces is that states have invested more in marketing that supports initial enrollment, enrollment throughout the year during special periods, and retention. The second data point relates to the core difference in marketing. Zhu and colleagues mention an increase in premiums for single-issuer regions of 25% compared with 7.2% the prior year. Too often, rate analysis looks at too short a window of time and at too few variables. Examining the combined weighted coverage of the second-lowest-cost Silver plan for 2016 and 2017 reveals that, in all of the 38 federal marketplace states, weighted coverage premium rates increased approximately 32.5% over 2 years. Compare this with an increase in the same period in California of 9.9% for the Silver plan with the second-lowest cost. The reason that premiums increased by more than 22.6% in federal marketplace states compared with that in California during 2016 and 2017 surely has multiple factors. However, limited plan competition is likely far less of a reason than the difference in marketing spending. California invests heavily in marketing-a mean annual 1.7% of the premium during 2016 and 2017.
Taken together with the recent data for enrollment year 2017 confirming that Covered California continues to have a strong, stable risk mix, these marketing investments seem to pay off in a big way to reduce premiums. 4, 5 Diagnosing the reason for premium increase variation is important and provides tools to policy makers. Part of this investigation should include looking at factors that contribute to poor performance and, just as important, to the factors that explain why California and many other health insurance markets have continued to be stable and competitive.
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